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Jopan Pecace Treaty

The Central Daily News (lanking) vublished on 18 December what
was reported to be a complete preparatory draft of China‘’s. proposals
for the Japanese Peace Treaty. These proposals, as reporied, provide
for:

1l.) Hetura to “hine of the Ryukyu Islends, end placing of
Japanese Islands in the South Pacific under allied
trusteeship.

2.) Bradication of Japanese thoughts of agpression,

3.) Disarmament and lird tation of Jdavanese military strength
to an internal police force.

4.) 407 of Japanese reparations for China.

A Chinese Foreign Office spokesman hes stated that the report is notb
official and is not based on information provided by thet ministry.
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Covernment coalition larties' “ecord in irst Diet. The “ocigl-
Dencerats, the Neroorsts and 1he reoples Cooreraiive "ar+d, from waich
ceilitior the ldinet g foraed, have cowrleted the Pfirst Diet session
with a good, althousrh =odest record of aunievereni. OUne hundrod thirty
out of ore hundred ninciv-gix bills sutmitted to the Tiet by the ceelition
have Leer rassed 1nciu~1rc the irrortant Uoal dre tate Gontrol oill,
thie (Lolitior. of t e ilowe ‘iristry, tne iolice efor: 111 and trne
establisinment of the Laior tristry, '

ike abelition of the low ‘e iristry as of 31 Tecenber L7 represcnis
an inpoertant ster in democraiiy atw-r. “ext to the Arsy and Uavy, the
Home Teistry wes the wost rerre =give 2 ol tue soverrsent on the
Jerunese pecple. The Nene Ty serntrelled State “minto, ron alal? cdy,
an the ;olice svsten, snd orereted local ard prefociural fovernuent in-
c¢luing the agppoint. t of officicls. Loeal and prefeotural of i aials
are now IOVMILW elec hcd in zccordarice wite tae new Cousti tution.

e .olice Hefor- i1l decentrziizes the police systete Out of an
autrirized strenrth of 125 'y 200 men, 348 JeXb I Ltpl 902,000 vill e ad-
miristered on the :rofocturai arl local level. 'Mme ainder rerresant-

ins the woter yolice and wetile ferce will ke cerir-lized under a jublic -
safety comission whosge -e- ™S hce 1o ve 50 selected us to rrevent the
Lollce from once nore beconing the ars of any rroup whieh wnirht em; loy
the orparization for undemocrati ¢ ends,

b . o :

0 ,
decentrh_1zat¢on of Jarpanese lcorecnic ower. ~ertain orrosition to
US ;olicy wilh respect o ecoronio cortrol in Jakan is rerorted to be
leadlnp 1o a re~-rurvey of tne entire Froiiem by the State ﬂepartment.
“he US ;olic, as set forth in FEC - 230 rrovides for sters to be teken
wnich w111 purse the econosic p’PLJ ol indi iduals who naJe in the rast
exercised a doxinating rosition in dJupznese econors e Jife, and wnieh will
dissolve the Zailat S, the great co-lines winioh forrerl: directed the
Japanese ecoronr and witheut whose wsalth ond. Lower Jaran could not nave
attepted & rreat war. ’ ~

Steps have zlready teen takern n the Jaﬁancse ?nvmr“ ert under the
supervisior of SCAP to i=plerert the roliede reiated in TEC - 230.
ihe Coverrment has decided to yuree 211 Jo ::is; executives and to yro-
Melt thew fron workire wilh any of fue u°119nted Frs fop tie next
16” resrs. g&ior laws whish have beon rassed tr e?”“ct t*e s geclntd on
Tothe taitaise and te prevert the ¢ rzn.z of" girilar coriives in the

ftrure &re an Auti~Trust and Cair Tp sde iy, & Secur htias arrd .x:hanee
Id-, and &n econcnic decertrsilize wior bill (»ee s/t Tranch ~eexly

...4. ',_g.

15 Decemver 1O47).  ne laiter unll is of prarticuler cox revers; since
it spliis tue Japanese ecorwriic structure inte gmell urits,

The ¥iC - 230 policics Elair for ar wiverizent of novel I”“‘OF+iOﬁo
and character, enbracirs zs tre do the r'orv"wvatxon and refor-ation
of a naticn's entire econc~ - A% a result, 14 wiful that treluctrial
or finarcial F“ouks will ir the Mture Le ails te wield the comtrs into
rosition to ware a ~rest war., Un tie o.ser azrdy 1t must be deterined
what e’fest the new s*alL—uv"r.ess vipan will have uron Ui sez:rity,
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sparations. ‘lnanirous sceeptance of the US vrevoszl for the

divicIer of Toprralions sharss is rob 4o essille.  (See /P  rarch
Leeviy - '9—1%’ Decemnber ]911"{} “ile conpliete reversal of the O insse
Aok on cerber 11 nss

108

-

pewn followed by a UY announcs.ent trag

5‘uio 2y angd the USSR & Ternte in a private

conversation has hinied al a faint: Alily of 2 rezonst tien
;
£

ey

(J"
of the Soviet rejection oi the ypror 1 Sith Austiralia, Hew Yealm d,
Sanada and Uhina of v; vt anguall ir;- suurert and Yrznee havirr announced
aer “ajproval™, & J% see-nience skt vave tne way for nltimete upanimcus
acceytarice of the propesal, or wonuld at leoast rake vogsible a U5 irterinm
directive to effectu ate the division of rverarstions basked by a ten
nerbey acesy .an :

Tozga KORER

The most significant recent develop-ert in ¥orea nas been the
narkerd cnange in altitude of Hiee Synran &0 big follawers with re-
crect to the forthcomine ‘3=\"—Oi"3€,?"v(‘d slecilions.  Tadicatiors zre that
this sesrrernt of the Mgoht nus decided o drop its deoard fer any .
"immediate election® rrior m tne arrival of the UY Sow “Scrf arig

will Join the ¥in ¥oo faztion s & v ted front to ass Lst the Comrdssion.
AZthough chee has not specificallys 1"'11{111*@3” nis Tor-er stand, it is
proba le -that te is zhout to »feld to the ovewhel iny pressure of
foresr. muss opirion which favors zssisting the UK fowrigsion in its
work.

s
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tilitery .

Fishting his bro.en ozt wround the outer deienues of |.uikuen
e Qlong Lhe sdentsin= uikden reil tire, vhich s been cut i tirec
pl.ces v Cosunist units. .xbensive Coaunist treop . ovements in-
to tiuse Lrees indicubu .t wicgor wliber ofTaisive e we Gevelop-
in:. The roeecriousies. cf the litlonitict jo.ltien Lo ween intonci-
fied vy tue lom: of tle only sy, orbin; r.ilreeu fron Chins ;ro,ur,
e ohe freening of tie jorts of uluteo wno Yinckow, ctloneliist
units, veckcnet by oo desunsive Lenlelity, prolbly ciamot provent
the wourwmists from veeup,sing Caun chun wnd drdn,. B

.cbion in centril Chine. coent.orcd cround the Jdow.n cities of
suiten;: wnc Chenschou. Comunist forecs under Chen Yi hvve cuv both
Lic 1inghen wnc funched roilroacs ncilPb, i, ccomddiny bto one rejort,
occupricu neiscig. ' '

Internel

The results of the lovenmic: elections v not vt beon ane
nouncce, wnu the ictiontl Govern b is evidently julrg; on uith itg
$lons to "put tlhic constitution into etfect® on 25 Lecunber, clthoush
tuc lotilonl sosarbly Will nobt Liwve 1ot wnG other selicculod clectlions
111l not hiwve boen Dvla. Chiun Li=fu, lu.ccr of o very influeniicd
sroup of exircdsts vithin  the cwondntun, 1s ryorted to Lo cvadng
clection to tuc lepislutive Ywen, jossibly uo o ;rclude bo diu, Lwcing
sun Fo ws precicent of towt bocy. Chten Zs [ robuidy sucong cnowch
to outLin iinm's joct iff e wanto to, bul vither i LS o loripod dee-
sire to tilic .. position of .uch ovvious procirence is woubtiul.

externsl ‘

iteports from lite uctober stute Liut the ruturn of tae Soviet
Adxssueor to Chine b s ¢ .in seen (o8t _onet unG dovict ofilciily
nG no infortibion wn his nev a.be of roturn. According te the ruport,
tie covicts in Ching wre cpp.rerntly holeding to o Mult wnd cee”
policy pc¢ncing elirificction of e US polic; in cldne. The Aldbessador,
1ctrov, is suic ™ot to be in trouclo" with higher cubucritles,

The asricineovnuu ohuhcind . vendng rost und Lercury protested
w wlnst the Syl [eropaper rublichers Guila uldch, the puper
ol.ius, ruduccd the 1ost's nuwsprint quote 505 und the Lritish-omed
torth Cnine Luily Cicus 9075, while no Chincse-oumed journils virc re-
wic.d. e Guild 1o cptrustid b the Cldhese uovemu ant with al=
oc virg nuoupreint L uot 5. oot NS, Lpors Ve secn Sierply celitical
of tie Chincse Coveris vitbe 4 protusy ti the arerien .uxwsy el
boun Lide U, bhe ouner of tuc lo.u amt . ercury, -<nki.ll Gould, wnd
the :rdosuy hos ctibed tiet it G111 Wle w the «wesiion i Lie
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© Chiincse Goverr..cnt,

e Lilitury cttoche Jumiddne: roports of evicence thut o secret
Lercorent d Luen Lode vy Chim. ,ith <ussic vherein Ching reeernined
Jovici wesorption of the Lultie ctotec.” ufiieicls i the o crein
JAulsue, Ldiittod reco nition iut r.fusod wetlils,

Seports weten Cetobur 1947 toil ef e rouellvition of Goviet

-offices In wnchou tinre bhe oovici Consul.r office iiu bLeen zlosed
doin im the Ll of 146 ot biue request of the Chinewe Governont.

dhe Chicf Jec.etury of the Treoc -epresentition of the USSR in Clhinu
slutee izt Yorgrredstvo hia buen for soue nonths wnd still s

opex: ting wn o_fiecc in icnchow, wnd w8 encounterin 5 no Chincse ree-
sislunce to its oporction. oincc wunchow is cotride the ol rocd
fron Jldn. rroper into windeng cna hes been nentioned s tlie oint
throu h which pese sonc Mighly desircihle conrouitits the | oint
T t.ilich the Soviets hou hopea to envend tae operciions of the Hemie

Cwb deline, the roectivition of o Séviel Gfiice wby be sisnificint,

.

e . . » . : . )

v . 4an Uetober roporrt 11c., o recent travelcr ir .wnou ond Sinlding
Blebes tint woviet o oubs in lin deng in recent nonths lowve boen wule
to ;ureli.c. "wory Lage quentities! of sssoline flown into Linchou op

Jiadd or saretines 4w oy Chinese yilots usunlly uitochoc Cthep to

bac G or to coserciil ciriires. i prooline 10 s0ld ot its ule
thucle wesiinetion wl Lrenoruous (rofit, duch wn wibre e de wid for
g-soline Uy the dovicis in . inldiens would appecr Lo te liportent.

Ecppo:,uc |
© . Currency. A teliporery stublizition of the Loney w.riet 1os

registered curing tie RSt veek. This wes chiefly due to: (1) profit-
teicin; folloiiing the 1U Lecener reicese of new lur e denorin.iien
notes, (2) the nuis thut Lie issuonce of the new bllls will be . r.du.l,
(3) tighter wouey, wnd (4) reportud suvern.ent police cetion rosulting
In Lrrests of Lroicers, und closing of 195 Slinghei exchon o shops,
kmples of Uy wollirs bluckorict exeihics fron aigh of previous
vdek coigired vith rute on 19 Lecenver: At ieiping it fcll fron 220,000
to 170,000 on the 1yth; ianiin: Groppua froe 160,000 to 1420400 on
the 15th; «fter hittin: o hi‘li of 170,000 on 10 Deceiwer, Shunjhi _
quotitions hive fluctunt.o . ostly bLetuicen 145,000 wrid 150 »VU0 und inls
155,000 on the 19th. ‘ihe citicicl o, gn vote w.s reised on the 1Gth
LR ThyuU to 84,000, still it o1f she bisckiriet rove,
scluven now wna Uhie lunur ey Yeur t o iosoible contlicting
fictore 1.y influence the bhor'gariel, (1) the Chinecc Ve r-cnd
sétla Gl Lenuir, tuv inest oo wewarner 1or Jocel eursoiey cLusing
tigitenin of tie none; 1irh-b, wnd (2} yeir-end Lonusus by government
e privite conoame (same of Wllge ~ein in Deconbver would Ll oLe
Lare roney to the Lerget, . : '

Irieus. .fforls to ttop price increwses durir.; the oot week
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wore .ost succcsslul, howover, uws jriccs wurc rojorud up 2u in
Saunhil (nd lonlddng. Rice cieceded CN 1 million per 172

1b picul «t the beginning of the ucck,tilen aroppec slizhtl,, Lut not
in line with the exchen:e urop.

danlkiins.  According to cn ixecutive Yunn officiul the lxecu-
tive Yuun dia not "pass" the recsurce grovidin: for revelustion of
prewr CII dollor deposits in W11 bunks oporating in Chinc. The Ixe-
cutive Yuun nerely trencultied to the Legislutive Yuun proposcls
for such reviuluntion, initiuted by shanh:i Chinese buniars. The
officlul stited tht the fegislutive Yuzn would definitoly not pi.ss
any such lcusure uithin the aeat foo wys, but riht wo so one ronth
hence,

: Tuleco::u-.m;icc-.tions. aacio teleplione seprviee wiis openeu wee
ticen Tlertsin ond Henxily on 22 lovenber.

Filots' Strike. The strike of the Shunghei river | ilots which
his cuuscu coneorn one incouvenience to the shipping: compinics of
Sn.ngld since 27 Jovezber Lo boen settled. The strike boegun vhen
the pilots demunded wn uptura revision of t.riff of pilot fees. fThe
pilot's ircouc ic cerived entircly from thes. fees vhich wre divided
by thew wnd tie governuent in m.tio of 55, to the forrer wnd 45 to
the lztter. The pilots hud regquest.d ctublizution of their turiff of
chirges in order to nect fluctuztions of Chinese currcncy. The strike
ended with the Burcsu of juvigution tultiwer over pilote;c fron the
Custons cuthoritics. Irewir pilots wre to be given five your cone
trocts uith renevel option wnd no neu foreirn pilots cre Lo be ene
mged.  whe pilots uho substitubed curdin Lhe strike vill be ;iven
an opportunity to ¢pply for repular scrvice.

Salt. The totcl oulpub of sult in 1947 is estiictew aut 7
mllion piculs{ 433 1/3 1bs), 5 of the 7 million piculs are from
privotel; ouneu fielus. The suprly is considered ciyple for locul
reguirctionts, Lut hoped=-for exports to Japun nd Korua ald not raterialize.

Uit IPish Catches. WoAlits efforts to lncreusc fish cotehes
and lower prices have been styuded vt slinghui. Une fuction of the fish
worket hus refuscd londing of Uliiti ecatehes buczuse it would lover hizh
prices und proiits, vhile other governnutit fuctions vrc seeking to Lorce
#ices dovm. ..inister of Agrieulture Tso ls reported to fuvor veulud
fishing interests. '!lo definite policy settlin; the alspute hus yut
been cnnounc.d b - the ;:overm.ent,
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SCUTILRIT DIVISIOCHN
DULL -

The throatoned break bLetweon the Teonles Volunteer Orranization
(FV0) and the Soelalists (¥Z/T Uranch .eekly, 16 Docermber) has been
averted, for the present, due to the tirely intervention of the lLurriese
Irime llinister and his deruty. . mublic announceonent has desirnated
30 .oril 1048 as the date for the nostnoned fusion of the to ~rours
into the I'arxist Leaue. It remains doubtful, however, that the IVD
1111 denilitarize, as rromised by its founder fune San, or that the
merrer will be aceormlished, at least irn ite oririnal foim vhereby the
Socizlists would bave nossesged considerable irfluence in the r~overn-
ment. Iersonality and ideolo~ieal differences may inercasc durin~ the
inter period, to sueh a point that union hetween the two ~rouns ray
beeone! irmmosgaible, ,

PHILIPPIINES

CoInciding with the increasing rumors of imvending revolt im the
Philippines nas been & request from the Philippine Govermnment for addi-
tional financial assistance. Conversations were initiated on 17 Ilovem=
ber and 11 Decemter in Jashington between Philippine Awbassador Elizalde
and the Statc Department during whick rather urgent plecas were made for
an outright grant of 200 milliom dollars or a loan of 800 million dollars.
This matter was the subject of a conversation between US Ambassador 0'MNeal
and President Roxas on 17 December in !anila. Reports of this conversation
have given no indication of an urgent need for assistance but it was agreed
that further exploration was necessary in order to determine specifio pro-
Jects, amounts and categories.

The death of Benigno S. Aquino from a heart attack on 21 December
removes from the Philivpine scene one of the top wartime political
collaborators whose trial for treeson was pending before the People's
Court, During the oscupation Aquino held a sucoession of important offices
under the Japanese~ocontrolled govermment which culmineted in his appointe-

‘ment as Vice-President end Direotor-Cemeral of the Kalibapi, major propa-
ganda orran of the Japanese.

Although trials of btop political collaborators in the Philippines have
met with continual delay and indifference and will result in few, if any,
oonvictions, it is possible that had Agquino lived his ocase would have resulte
ed in a conviotion., This elimination by dcath of one of* the most strongly
accused may serve as an excuse for more vigorous attempts to secure a general
ammesty.
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AUSTRALIA »

irst shipments of the record 220 million bushel Australian wheat
orop will include 80 million bushels to the United Kingdom and 25 million
to India and Ceylon.

Czeckoslovakie is anxious to obtain Australian wheat end wool on an
exchange arrangement whereby she will make payments in glasswere, textiles,
and manufactures, -

Australian dollar expenditures for 1947-48 will be kept within o
ceiling of 85 million pounds, The severity of import restrictions involved
1s indiocated by the faot that in the three-months veriod ending October
1947, imports received were wvalued at 95 million pounds .

NEV, ZBALAND

ollar imports for 194748 will be restrioted to less then half
those of the opresent year, "Essentiality" will be the oriterion on which
applications for import licenses will be Judged. Petrol, tobascco, and
newsprint will be drastically affected though some imports of raw materials
for New Zealand®'s industries will probably be continued,

A one million pound sterling credit will be extended to Cgeokoslovakia
for the purchase of flew Zealand wools The loan, at 2 1/2% interest, will
underwrite 50% of Cgeckoslovakia's wool purchases over the next five years,
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